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“Savings for Life to build the economy for the People. The emergence of Afrikaner corporate conglomerates in South Africa, 1918 – 2000.”

 This submission addresses the case of the development of business conglomerates in South Africa. Specific reference is made to, not family-based business, but nationalistic motivated business of Afrikaner entrepreneurs. These business groups emerged during the early twentieth century and developed into diversified conglomerates operating in mining, industries and finance. 

The South African economy was predominantly based on primary production – mining and agriculture –by the turn of the century. The mining industry was responsible for the emergence of a mining linked nascent industrial sector. Foreign control of the mining sector resulted in the export of dividends to shareholders outside the country. The South African economy developed slowly and remained undiversified until the government introduced protectionist policies during the 1920s to encourage domestic secondary industries. Forces thus affecting the emergence of domestic large business groups were access to capital and markets, which foreign controlled mining enterprises controlled to the exclusion of domestic Afrikaner interests. In 1918 Afrikaner businessmen in the Cape province established an insurance company, SANTAM, and shortly after that SANLAM, a life assurance company, to mobilize Afrikaner savings to invest in diversified business interests. This was a strategy to mobilize capital towards the economic empowerment of Afrikaners in the interest of the development of the South African economy in its own right.  SANLAM utilized accumulated assurance capital to assist with the establishment of small businesses. Soon an industrial investment company, a mining house and several financial institutions emerged. These were all capitalized and controlled by Afrikaner capital, with substantial investment by SANLAM. This paper will explore the diversification of Afrikaner investment in different sectors of the South African economy, whereby economic diversification and overall macroeconomic growth was promoted. The paper will investigate the management strategy of SANLAM and show the contribution of Afrikaner enterprises to the development of the economy.  These initiatives originated from nationalistic driven entrepreneurial motives from a minority community, not a family business. The management structure resembled the closed family business structure, which created serious problems decades later with the expansion of enterprises. The paper will indicate how the acquisition drive of Afrikaner business (in an attempt to gain meaningful access in the mainstream South African economy) resulted in a loss of business focus, weak management strategies and underperforming underlying assets. 

 By the late 1970s SANLAM occupied the third largest market capitalization of a single conglomerate in South Africa. A substantial part of that investment was portfolio investments, which were underperforming. The SANLAM management then embarked on managerial innovation by transferring the portfolio investment into a separate investment concern to be managed by a separate investment management entity. The investment company, SANKORP, relied heavily on the Goold and Campbell (1990) theory of the role of the centre in managing diversified corporations. The formation of SANKORP represented a watershed in big business development in South Africa ( as opposed to big business managed from outside South Africa by predominantly British, Continental  and USA corporations). SANLAM introduced strategic management planning from the centre of an investment entity in order to introduce strategic management strategies in underlying concerns. SANKORP accordingly restructured massive industrial, financial and mining conglomerates in South Africa. These ‘portfolio’ investments represented a substantial proportion of the South African economy and offered a basis for the globalization of South African business interests. This paper will explain the managerial innovation introduced by SANKORP into the underlying concerns to address problems of unprofitability, management inefficiency, inadequate financial structure, inefficient organization and technological deficiencies. This restructuring had a major impact on the growth and diversification of the South African economy as a whole during the last quarter of the twentieth century. The operations of SANLAM / SANKORP represent the ‘visible hand’ of business groups in engineering the diversification and growth of the South African economy since the first decade of the twentieth century, but more tangibly during the last quarter of the century. The history of SANLAM is one of acquisition and concentration into diversified conglomerates ( in an attempt to promote Afrikaner access into the South African economy) followed by deconcentration when it became clear that the centre was not necessarily adding value to the underlying concerns any more.

It was also significant that the SANLAM/ SANKORP business group was at the forefront of the  political negotiations leading up to the first democratic elections in South Africa in 1994 through its involvement in negotiations with the government since the late 1970s and through its active facilitation of the first Black Economic Empowerment transaction in South Africa in 1993. The paper will explore the impact of this political economic intervention in preserving a market orientated economic dispensation in South Africa after 1994, despite the strong inclination by the ANC as liberation movement and later governing party, towards socialist/communist economic policies. The paper will address the business –government relations as a significant factor towards the growth of South African business and the domestic economy as opposed to the dominant British orientation of financial institutions and mining houses during the first half if the twentieth century.

The role of this Afrikaner business group was more significant, since SANLAM was a mutual business organization. It was not a listed concern (demutualization followed only in 2000) and therefore not subject to shareholder activism. Many underlying asses were nevertheless listed entities, which displayed shareholders’ sentiments through weakening share performances. These management strategies will be explored and explained how they responded to shareholder concerns, which led to the first massive unbundling transaction of a business empire/conglomerate in the South African corporate environment during the late 1990s. The outcome was the massive unlocking of value in underlying assets and subsequent capital injection in the South African economy, providing further capital injection for growth. The impact of this corporate activity by this specific business group in South Africa will be the focus of this paper – to illustrate the role of the mobilization of local nationalistic driven or nationalistic motivated capital in the interest of the development of a domestic economy, which had been captured by imperial economic interests since the period of colonial control.     

